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DQDO\]H WKH FXUUHQW VWXGLHV ZH ZLOO ILQG WKDW WKHUH DUH WKUHH GLIIHUHQW DSSURDFKHV 7KH ILUVW UHIHUV WR WKH
PDLQWDLQLQJRIWKHEXGJHWDU\SURFHVVWKH7UDGLWLRQDO%XGJHWLQJDSSURDFK$WWKHRSSRVLWHHQGDUHWKRVHZKR
VXVWDLQ WKH UHSODFHPHQWRIEXGJHWV LQ WKH%H\RQG%XGJHWLQJDSSURDFK%HWZHHQ WKHVH WZRH[WUHPHVZHILQG
WKRVHZKREHOLHYHWKDWEXGJHWVVKRXOGEHHQKDQFHG%HWWHU%XGJHWLQJ
:HEHOLHYHWKDWDOWKRXJKEXGJHWVRIIHUGLVDGYDQWDJHVDQGGLIILFXOWLHVIRUWKHHQWLWLHVWKHEHQHILWVWKDWWKH\
JHQHUDWH DUH QRW RQO\PRUHQXPHURXV EXW DOVRPRUHYDOXDEOH:H WKLQN WKDW WKHEXGJHWVGLIILFXOWLHV FDQEH
RYHUFRPHRUDW OHDVWDWWHQXDWHG7KXV LIZHZHUH WREDODQFH WKHHIIHFWVDULVLQJ IURP WKHXVHRIEXGJHWVDQG
HIIRUWVLQYROYHGZHWHQGWREHOLHYHWKDWWKHEDODQFHZLOOWLOWLQIDYRURIEXGJHWV7KLVUHVHDUFKDLPVWRVXSSRUW
WKHXVHIXOQHVVDQGQHFHVVLW\RIWKHLULPSOHPHQWDWLRQZLWKLQWKHHFRQRPLFHQWLW\E\VWXG\LQJWKHLQWHUQDWLRQDO
OLWHUDWXUH DQG E\ DQDO\]LQJ WKH EXGJHWLQJ SURFHVV LQ 5RPDQLD DFFRUGLQJ WR WKH DFDGHPLF DQG EXVLQHVV
HQYLURQPHQW7KLVSDSHUEULQJVDFRQWULEXWLRQ WR WKH OLWHUDWXUHE\DQDO\]LQJ LQDQREMHFWLYHDQGFRPSDUDWLYH
PDQQHUWKHDGYDQWDJHVDQGGLVDGYDQWDJHVRIWKHEXGJHWLQJSURFHVV7KHUHVHDUFKDOVRVKRZVWKHYLVLRQRIWKH
DFDGHPLF DQG EXVLQHVV HQYLURQPHQW IURP 5RPDQLD RQ WKH VXEMHFW E\ FRPSDULQJ WKH EHQHILWV DQG WKH
GLVDGYDQWDJHVDULVLQJIURPWKHXVHRIEXGJHWVVHHNLQJWRLQFOXGHWKLVFRXQWU\LQRQHRIWKHWKUHHDSSURDFKHV
'LIILFXOWLHVRIWKHEXGJHWLQJSURFHVVDQGWKHDGYDQWDJHVRIIHUHG
7KHUHVXOWVSUHVHQWHGE\WKHOLWHUDWXUHUHYLHZDUHFRQWUDGLFWRU\7KHVWXG\SHUIRUPHGE\/LEE\DQG/LQGVD\
UHYHDOVWKDWEXGJHWVDUHVWLOOXVHGIRUFRQWUROSXUSRVHVDQGWKDWHQWLWLHVDUHQRWSODQQLQJWRDEDQGRQWKHP
EXWUDWKHU WR LPSURYH WKHP%RXUPLVWURYDQG.DDUE¡HUHFRJQL]HWKHSUREOHPVDVVRFLDWHGZLWKEXGJHWV
XVHDQGDQDO\]HWKHFRPSDQLHVWKDWDEDQGRQHGWKHVHLQVWUXPHQWV1HHO\HWDOSUHVHQWWKHZHDNQHVVHV
RIWUDGLWLRQDOEXGJHWVLGHQWLILHGLQWKHDQDO\]HGVWXGLHVDQGWKHPHWKRGVE\ZKLFKWKHEXGJHWFDQEHLPSURYHG
+DQVHQ DQG 9DQ GHU 6WHGH  VXSSRUW WKH PXOWLSOH XVHV RI EXGJHWV %XQFH HW DO  QRWHG WKDW WKH
DOWHUQDWLYHWR WUDGLWLRQDOEXGJHWV LVQRWEXGJHW LPSURYHPHQWEXWDQDGYDQFHGPDQDJHPHQWV\VWHP$KPDGHW
DOIROORZLQJDVWXG\RQEXGJHWVLQ0DOD\VLDQFRPSDQLHVFRQWUDGLFWVWKHFODLPWKDWEXGJHWVDUHXVHOHVV
:DOODQGHUKRZHYHUDUJXHVVWURQJO\WKDWEXGJHWVDUHDQXQQHFHVVDU\HYLO6DQGDOJDDUGVWDWHVWKDW
EXGJHWVDUHVWLOOEHLQJXVHGLQ'DQLVKFRPSDQLHV:DDODQDO\]HVWKHSULQFLSOHVRI%H\RQG%XGJHWLQJ
+HEHOLHYHVWKDWDQ\HQWLW\VKRXOGFRQVLGHUWKLVDSSURDFKDQGDEDQGRQEXGJHWV5LFNDUGVGLVFXVVHVDQHZ
DSSURDFK$GYDQFHG%XGJHWLQJ)URZHWDODQDO\]HLQKLVVWXG\WKHFRQFHSWRI&RQWLQXRXV%XGJHWLQJ
0DUJLQVRQDQG2JGHQVXSSRUWWKHSRVLWLYHUROHRIEXGJHWVLQDQXQFHUWDLQHQYLURQPHQWDVVRFLDWHGZLWK
UROHDPELJXLW\
7KH PDLQ FULWLFLVP WRZDUGV EXGJHWV PHQWLRQHG E\ /LEE\ DQG /LQGVD\  UHIHUV WR WKH IDFW WKDW WKH\
FRQVXPH WLPH WKH\GRQRW DOORZ WKH HQWLW\ WR VHL]H RSSRUWXQLWLHV SUHYHQW IOH[LELOLW\ DQG DGDSWDELOLW\ WR WKH
HQYLURQPHQW DUH QRW FRQQHFWHG WR WKH HQWLW\ VWUDWHJ\ FDQ EH KDQGOHG DQG HOLPLQDWH WKH GHVLUH WR LPSURYH
1HHO\HWDOGLVFXVVDVWXG\WKDWSUHVHQWVWZHOYHEXGJHWGLVDGYDQWDJHV&ULWLFVDUJXHWKDWEXGJHWVGRQRW
UHIOHFW WKH HQWLW\
V VWUDWHJ\ DUH IRFXVHGRQ FRVWV UDWKHU WKDQ DGGLQJ YDOXH UHGXFH IOH[LELOLW\ DQG WKH HQWLW\
V
DELOLW\WRDGDSWWRFKDQJHDUHEXUHDXFUDWLFDQGOLPLWFUHDWLYLW\%XGJHWVFRQVXPHWLPHDQGUHVRXUFHVDUHUDUHO\
XSGDWHGDUHEDVHGRQDVVXPSWLRQVDQGIDFLOLWDWHEXGJHWDU\JDPHV2WKHUFULWLFLVPVRIEXGJHWVDUHWKHIDFWWKDW
WKH\ VXSSRUW D YHUWLFDO FRQWURO OLPLW FRPPXQLFDWLRQ EHWZHHQ GHSDUWPHQWV GR QRW WDNH LQWR DFFRXQW WKH
VWUXFWXUHRI WKHHQWLW\DQGPDNHHPSOR\HHV IHHOXQDSSUHFLDWHG)XUWKHUPRUH WKHZRUNRI%XQFHHWDO
ZKLFKSUHVHQWVWKHUHVXOWVRIDOLWHUDWXUHVWXG\PHQWLRQVWKHIDFWWKDWEXGJHWVDUHQRWFRQQHFWHGZLWKWKHHQWLW\
V
VWUDWHJ\DUHWRREXUHDXFUDWLFIRFXVPRUHRQFRVWDQGDOORZRSSRUWXQLWLHVWRSDVVE\$KPDGHWDODOVR
DQDO\]HEXGJHWVFULWLFLVP$PRQJWKRVHWKH\PHQWLRQWKHIDFWWKDWEXGJHWVGRQRWWDNHLQWRDFFRXQWFXVWRPHUV
DQGTXDOLW\DUHQRWHIIHFWLYHLQDFKDQJLQJHQYLURQPHQWDUHLQDGHTXDWHIRUSURGXFWVZLWKDUHGXFHGOLIHF\FOH
FUHDWHRSSRUWXQLWLHVIRUPDQLSXODWLRQFDQOHDGWRFRQIOLFWWKH\IRFXVRQDFKLHYLQJVKRUWWHUPUHVXOWVDUHWLPH
FRQVXPLQJDQGKLJKFRVW
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,IZHDQDO\]HHDFKEXGJHWFULWLFLVPZHILQGWKDWWKH\FDQEHUHPHGLHGRUUHGXFHGWRDQDFFHSWDEOHOHYHO)RU
H[DPSOHWKHIDFWWKDWEXGJHWVFRQVXPHDORWRIWKHPDQDJHU¶VWLPHDQGRIWKHHQWLW\¶VUHVRXUFHLVQRWLQRXU
YLHZ D GRZQVLGH WKDW VKRXOG VXSSRUW EXGJHW DEDQGRQPHQW $Q\ JRRG WRRO PHDQW WR JLYH VXSSRUW LQ WKH
GHFLVLRQDOSURFHVVEH LWEXGJHWRURWKHU LQVWUXPHQWVZLOO FRQVXPH WLPHDQGUHVRXUFHV:HDOVREHOLHYH WKDW
EXGJHWVVKRXOGQRWEHUHJDUGHGZLWKVRPXFKVWULFWQHVVDVWREHDQLPSHGLPHQWWRWKHHQWLW\DGDSWDWLRQWRWKH
HQYLURQPHQWRU WRUHGXFHIOH[LELOLW\7KHHQWLW\FDQXVHIOH[LEOHEXGJHWV LPSURYHGEXGJHWV WKDWFDQVXSSRUW
FUHDWLYLW\DQGDOORZPDQDJHUVWRWDNHLQWRFRQVLGHUDWLRQWKHRSSRUWXQLWLHVWKDWDULVH7KHGHVLUHWRLPSURYHWR
SRVLWLYHO\RYHUFRPHWKHEXGJHWHGDPRXQWVVKRXOGEHHQFRXUDJHGDQGQHJDWLYHGHYLDWLRQVWROHUDWHGDVORQJDV
WKH\RIIHURWKHUEHQHILWVWRWKHHQWLW\GRHVQRWDIIHFWLWVVWUDWHJLFREMHFWLYHVDQGDUHZLWKLQDFFHSWDEOHOLPLWV,Q
RXU RSLQLRQZLWK D SURSHU EXGJHWLQJ V\VWHPPDQDJHUV FDQ EHPRWLYDWHG QRW RQO\ WR DFKLHYH WKH VSHFLILHG
EXGJHW WDUJHWVEXWDOVR WR LPSURYH WKHLUGHSDUWPHQWSHUIRUPDQFH5HJDUGLQJ WKHDVVXPSWLRQ WKDWEXGJHWVDUH
QRW FRQQHFWHG ZLWK WKH HQWLW\
V VWUDWHJ\ ZH FRQVLGHU WKHVH FULWLFLVPV DV XQIRXQGHG ,Q RXU RSLQLRQ WKH
RSHUDWLRQDOREMHFWLYHVVHWE\EXGJHWVDUHEDVHGRQWKHVWUDWHJLFREMHFWLYHVRIWKHHQWLW\:HEHOLHYHWKDWEXGJHW
PDQLSXODWLRQ FDQ EH NHSW XQGHU FRQWURO LI D SDUWLFLSDWRU\ EXGJHWLQJ ZKLFK FDQ DOORZ PDQDJHUV WR KDYH
LQIOXHQFHRYHUWKHWDUJHWLVXVHGDQGLIEXGJHWDU\GHYLDWLRQVZLOOQRORQJHUEHUHJDUGHGDVXQDFFHSWDEOH$OVR
LI EXGJHWV DUH XVHG IRU SHUIRUPDQFH HYDOXDWLRQ ZH FRQVLGHU WKDW LI QRQILQDQFLDO LQGLFDWRUV XQFRQWUROODEOH
IDFWRUVDQGVXEMHFWLYHHOHPHQWVDUHWDNHQLQWRDFFRXQWWKHQWKHWHQGHQF\RIKDQGOLQJEXGJHWVZLOOGLPLQLVK,Q
UHJDUGV WR WKH IDFW WKDW EXGJHWV DUH IRFXVHGRQ UHGXFLQJ FRVWVZK\ZRXOG WKLV QHFHVVDULO\ EH D GRZQ VLGH"
.HHSLQJFRVWVXQGHUFRQWURO LVDQLPSRUWDQWDVSHFWIRUDQ\HQWLW\$OVRIUHTXHQWEXGJHWUHYLVLRQVFRXOGEHD
VROXWLRQWRWKHUHSURDFKWKDWEXGJHWVGRQRWWDNHLQWRDFFRXQWPDMRUFKDQJHVLQDG\QDPLFHQYLURQPHQW$QGRI
FRXUVHEXGJHWVDUHEDVHGRQDVVXPSWLRQV7KH\DUHLQWHQGHGWRJXLGHWKHHQWLW\LQSHUIRUPLQJIXWXUHDFWLYLWLHV
WRSODQIXWXUHHYHQWV7KHPDQDJHPHQWHVWLPDWLRQVFRXOGEHYHU\GLIIHUHQWIURPUHDOLW\EXWIURPRXUSRLQWRI
YLHZDQDSSUR[LPDWHSODQ LVEHWWHU WKDQQRSODQDW DOO2WKHUXQIRXQGHGFULWLFLVPV IURPRXU VWDQGSRLQW DUH
WKRVH DFFRUGLQJ WR ZKLFK EXGJHWV GR QRW WDNH LQWR DFFRXQW WKH HQWLW\¶V VWUXFWXUH DQG GR QRW VXSSRUW
FRPPXQLFDWLRQEHWZHHQGHSDUWPHQWV:HEHOLHYHWKDWEXGJHWVFDQQRWEHSUHSDUHGZLWKRXWILUVWDQDO\]LQJWKH
VWUXFWXUHRIDQHQWLW\$QGWKHGHYHORSPHQWRIDZKROHQHWZRUNRIEXGJHWVUHTXLUHVDWKRURXJKFRPPXQLFDWLRQ
EHWZHHQGHSDUWPHQWVEHFDXVHEXGJHWVPXVWEHFRUUHODWHGEHWZHHQWKHP5HJDUGLQJWKHIDFWWKDWEXGJHWVPDNH
HPSOR\HHVIHHOXQGHUDSSUHFLDWHGRUOLPLWPDQDJHUV
FUHDWLYLW\
ZHGRQRWFRQVLGHUWKLVWREHDJHQHUDOWUXWK$
SDUWLFLSDWRU\ EXGJHWLQJZKLFK DOORZPDQDJHUV WR EH LQYROYHG LQ WDUJHW VHWWLQJ DQG D EXGJHWDU\ SURFHVV WKDW
VXSSRUWV PDQDJHUV LQ ILQGLQJ VROXWLRQV LQ RUGHU WR DFKLHYH EHWWHU UHVXOWV FDQ PRWLYDWH WKHP DQG EH YHU\
VDWLVIDFWRU\
%RXUPLVWURY DQG .DDUE¡H  PHQWLRQ WKH EXGJHW FULWLFLVP DFFRUGLQJ WR ZKLFK EXGJHWV DUH RULHQWHG
WRZDUGV WKH FRPSDQ\ DQG QRW G\QDPLF HQRXJK VWLIOLQJ FUHDWLYLW\ DQG LQQRYDWLRQ 7KH\ FRQVLGHU WKDW WKH
UHSODFHPHQWRIEXGJHWVZLOOFKDQJHWKHIRFXVSRLQWIURPWKHEXGJHWGHYLDWLRQVWRWKHGHFLVLRQVRIPDQDJHUVDQG
WKHLUFRQVHTXHQFHVDOORZLQJ WKHP WRKDYHPRUH IUHHGRPDQGSRZHURIGHFLVLRQ$QRWKHUFULWLFLVPIRXQG LQ
WKHLU ZRUN LV VWDWLQJ WKDW EXGJHWV GR QRW FRQWDLQ FXUUHQW LQIRUPDWLRQ DGDSWHG WR WKH FRQVWDQW FKDQJLQJ
HQYLURQPHQW ,W VHHPV WKDW WKLV SUHYHQWVPDQDJHUV WR WDNH DGYDQWDJH RI WKH RSSRUWXQLWLHV WKDW DULVH WR WDNH
GHFLVLRQVWKDWDUHQRWSODQQHGWKURXJKEXGJHWVUHGXFLQJWKHLUDELOLW\WRDFWTXLFNO\ZKHQDSURPSWGHFLVLRQLV
QHHGHG,QUHVSRQVHWRWKHLUVWXG\ZHFRQVLGHUWKDWEXGJHWVVKRXOGQRWEHVHHQDVDFWLRQSODQVWKDWFDQQRWEH
FKDQJHGQRPDWWHUZKDW%XGJHWVFDQEHXSGDWHGLQRUGHU WR LQFOXGHFKDQJHVWKDWRFFXU:HEHOLHYHEXGJHWV
VKRXOG EH UDWKHU D JXLGH LQ WKH DFWLYLW\ DQG QRW D WHPSODWH WKDW \RX FDQQRW FKDQJH 2EYLRXVO\ LI WKH
FLUFXPVWDQFHV WKDW OHG WR WKHHVWDEOLVKPHQWRI WKRVHEXGJHWV WDUJHWVFKDQJH WKHQEXGJHWV VKRXOGEHDGMXVWHG
DFFRUGLQJO\$JRRGEXGJHWDU\DFWLYLW\ZLOOQHYHUIRFXVRQO\RQGHYLDWLRQDQDO\VLVEXWZLOODOZD\VWDNHLQWR
DFFRXQW WKHXQSUHGLFWDEOHHOHPHQWVDQGWKHFDSDELOLWLHVRIPDQDJHUV WRGHDOZLWKWKHP$OVRDV%RXUPLVWURY
DQG .DDUE¡H  QRWHG LQ WKHLU SDSHU EXGJHWV FUHDWH D FRPIRUW ]RQH DQG WKHLU UHSODFHPHQW FDQ EH D
FKDOOHQJH$OVR0DUJLQVRQDQG2JGHQDFFHQWXDWH WKDWDOWKRXJKVRPHQHJDWLYHDVSHFWVRIEXGJHWVDUH
HPSKDVL]HG DV WKHSUHVVXUH WKDWEXGJHWVKDYHRQPDQDJHUV DQG WKH IDFW WKDW WKH\ OLPLW LQQRYDWLRQ WKH\FDQ
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KDYHDSRVLWLYH LPSDFWRQPDQDJHUVE\JLYLQJ WKHPDVHQVHRIVDIHW\FHUWDLQW\ LQDQXQFHUWDLQHQYLURQPHQW
ZKHUHUROHDPELJXLW\LQFUHDVHV7KHVWXG\RI0DUJLQVRQDQG2JGHQVKRZHGWKDWPDQDJHUVZKRIDFHD
KLJKHUUROHDPELJXLW\SUHIHUWRKDYHDVSHFLILFEXGJHWWKDWFOHDUO\VWDWHVWKHJRDOVWREHDFKLHYHG:DOODQGHU
VXVWDLQVEXGJHWDEDQGRQPHQWZKLFKKHFRQVLGHUVDQXQQHFHVVDU\HYLO+HVWDWHVWKDWQRRQHFDQSUHGLFW
HYHQWVRU VLWXDWLRQV WKDW WKH\KDYHQRWH[SHULHQFHGEHIRUHDQGVREXGJHWV ORVH WKHLUXVHIXOQHVV:HEHOLHYH
WKDWWKHPDLQGHVLUHIRUUHSODFLQJEXGJHWVFRPHVIURPWKHIDFWWKDWWKH\DUHFRQVLGHUHGLQDGHTXDWHLQWKHFXUUHQW
HQYLURQPHQW LQ ZKLFK WKH HQWLW\ RSHUDWHV 7KLV LV D FRPSHWLWLYH DQG WXUEXOHQW HQYLURQPHQW GRPLQDWHG E\
XQFHUWDLQWLHV DQG ZKHUH SURGXFWV KDYH D VKRUWHU OLIH F\FOH VHH 1HHO\ HW DO  RU %XQFH HW DO 
6DQGDOJDDUG  RU )URZ HW DO  ,Q RXU RSLQLRQ LI WKH HQWLW\¶V RSHUDWLQJ HQYLURQPHQW LV KLJKO\
XQFHUWDLQG\QDPLFDQGWKHFRPSHWLWLRQLVVWURQJWKHQHHGIRUEXGJHWVEHFRPHVKLJKHU8QFHUWDLQW\EULQJVZLWK
LW WKHQHHG IRU VHFXULW\ WKHQHHG WR HVWDEOLVK DSODQRI DFWLRQPHDQW WR SURYLGHPRUH VWDELOLW\ 6DQGDOJDDUG
 GLG QRW ILQG DQ\ VLJQLILFDQW UHODWLRQVKLS EHWZHHQ DQ XQFHUWDLQ HQYLURQPHQW DQG WKH DEDQGRQPHQW RI
EXGJHWV
$PRQJ WKH PHQWLRQHG PHWKRGV LQWHQGHG WR LPSURYH EXGJHWLQJ DQG FRPEDW WKH GLVDGYDQWDJHV RI WKLV
SURFHVV DUH LQFOXGHG WKH HVWDEOLVKPHQW RI D FRPPXQLFDWLRQ V\VWHP WKDWZRUNV IURP WKH ERWWRPXS WRR WKH
SUHSDUDWLRQRI UROOLQJEXGJHWVEXGJHWVZKLFKDOLJQV WR WKHHQWLW\ VWUDWHJLHV DQG WKHFRQWLQXRXV UHYLHZLQJRI
WKHP/LEE\DQG/LQGVD\7KHPHWKRGVPHQWLRQHGE\1HHO\ HW DO  WR LPSURYHEXGJHWV LQFOXGHV
DFWLYLW\EDVHGEXGJHWLQJZKLFKDOORZVEXGJHWVWRIRFXVRQHOHPHQWVWKDWEULQJYDOXHDQGRQWKHFXVWRPHU]HUR
EDVHGEXGJHWLQJZKLFKVXSSRUWWKHSUHSDUDWLRQRIPRUHUHDOLVWLFEXGJHWVZKHQDQHQWLW\RSHUDWHVLQDFKDQJLQJ
HQYLURQPHQW UROOLQJ EXGJHWV DV D VROXWLRQ IRU WKH FULWLFV VWDWLQJ WKDW EXGJHWV DUH QRW XSGDWHG YDOXH EDVHG
PDQDJHPHQWDQGSURILWSODQQLQJ$QGSDUWLFLSDWRU\EXGJHWLQJRIIHUVQXPHURXVEHQHILWVWRWKHHQWLWLHV$PRQJ
WKHPZHFDQPHQWLRQWKHIDFWWKDWWKH\FDQUHGXFHUROHDPELJXLW\FDQLQFUHDVHMREVDWLVIDFWLRQDQGWKH\FDQ
FRQWULEXWH WR WKH DFKLHYHPHQW RI UHDOLVWLF EXGJHWV 7KH SDUWLFLSDWRU\ EXGJHWV DUH XVHIXO WR DYRLG EXGJHWDU\
PDQLSXODWLRQV FDQ PRWLYDWH VXERUGLQDWHV DQG FDQ PDNH PDQDJHUV PRUH GHGLFDWHG WR DFKLHYH WKH VWDWHG
REMHFWLYHV 8\DU DQG %LOJLQ  )URZ HW DO  GLVFXVV WKH FRQFHSW RI FRQWLQXRXV EXGJHWLQJ ZKLFK
LQYROYHVDUHYLHZRIWKHSODQVDQGUHVRXUFHDOORFDWLRQZKHQQHHGHGWRIXOILOOVWUDWHJLFREMHFWLYHV7KXVZHFDQ
VD\ DW OHDVW IURP RXU SHUVSHFWLYH WKDW EXGJHWV GLVDGYDQWDJHV FDQ EH RYHUFRPH RU DW OHDVW UHGXFHG WR DQ
DFFHSWDEOHOHYHO
7KHEXGJHWV¶DGYDQWDJHVPHQWLRQHGE\/LEE\DQG/LQGVD\LQFOXGHWKHLUDELOLW\WRWUDQVODWHTXDOLWDWLYH
REMHFWLYHVDQGVWUDWHJLHVLQWRDFWLRQSODQVDQGWREULQJWRJHWKHUGLIIHUHQWKLHUDUFKLFDOOHYHOV+DQVHQDQG9DQ
GHU 6WHGH  EULQJ WR RXU DWWHQWLRQ WKH PXOWLSOH XVHV RI EXGJHWV 7KH UHDVRQV IRU EXGJHWLQJ LQFOXGH
RSHUDWLRQDOSODQQLQJSHUIRUPDQFHHYDOXDWLRQREMHFWLYHVFRPPXQLFDWLRQDQGVWUDWHJ\VHWWLQJ-RVKLHWDO
QRWHG WKDWEXGJHWVDOORZ WKHTXDQWLILFDWLRQRI IXWXUHSODQVRI WKHHQWLW\DQGPD\EHXVHGDVD UHIHUHQWLDO IRU
SHUIRUPDQFH PHDVXUHPHQW %XGJHWV KDYH DQ LPSRUWDQW UROH LQ SODQQLQJ HYDOXDWLRQ FRRUGLQDWLRQ
FRPPXQLFDWLRQ DQG LQ WKH GHFLVLRQPDNLQJ SURFHVV -RVKL HW DO  1XJXV  PHQWLRQV DPRQJ WKH
EHQHILWV RI EXGJHWV WKHLU DELOLW\ WR TXDQWLI\ IXWXUH LQWHQWLRQV WR VXSSRUW SHUIRUPDQFHPHDVXUHPHQW WR EH D
GHFLVLRQ IDFWRU LQ UHZDUGLQJ PDQDJHUV DQG WKH IDFW WKDW WKH\ DUH FRQWURO PHFKDQLVPV ZKR GHFHQWUDOL]HG
DXWKRULW\DQGUHVSRQVLELOLW\DQGLQGXFHDEHKDYLRUWKDWOHDGVWRPRUHDWWHQWLRQWRWKHFRVWV7KHVWXG\DQDO\]HG
E\%XQFHHWDODVVLJQVPDQ\XVHVWREXGJHWVVXFKDVILQDQFLDOIRUHFDVWLQJFRVWFRQWUROFDVKIORZDQG
LQYHVWPHQW PDQDJHPHQW REMHFWLYHVHWWLQJ DQG SODQV FRPPXQLFDWLRQ UHVRXUFH DOORFDWLRQ SHUIRUPDQFH
PHDVXUHPHQW HWF 7KH VWXG\ RI $KPDG HW DO  PHQWLRQV DPRQJ WKH EXGJHWV EHQHILWV WKHLU XWLOLW\ LQ
UHVRXUFH DOORFDWLRQ DQG DFWLYLW\ FRRUGLQDWLRQ LQ WKH SODQQLQJ DQG FRQWURO RI WKH DFWLYLW\ DQG WKHLU UROH LQ
SHUIRUPDQFH HYDOXDWLRQ $PRQJ RWKHU DGYDQWDJHV RI WKH EXGJHWV OLVWHG E\ WKH DXWKRUV DIWHU DQDO\]LQJ WKH
OLWHUDWXUH ZH LQFOXGH WKHLU XVH WR PRWLYDWH VXERUGLQDWHV 6DQGDOJDDUG  RU 8\DU DQG %LOJLQ  WR
FDOFXODWHUHZDUGVIRUSHUIRUPDQFHFRQWUROE\DQDO\]LQJGHYLDWLRQVIRUPDNLQJGHFLVLRQVUHODWHGWRSULFLQJDQG
IRUSURILWPD[LPL]DWLRQ8\DUDQG%LOJLQ
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$QDO\]LQJWKHPDLQGLVDGYDQWDJHVZHKDYHVHHQWKDWWKH\FDQEHFRXQWHUHGE\PHDVXUHVPHDQWWRLPSURYH
WKHEXGJHWLQJSURFHVV7KHEHQHILWVJHQHUDWHGE\EXGJHWVDQGUHFRJQL]HG LQ WKH OLWHUDWXUHDUHQXPHURXVDQG
VWXGLHVVKRZWKDWLQPRVWHQWLWLHVEXGJHWVFRQWLQXHWREHXVHGHYHQLILQDQLPSURYHGIRUP7KXVZHFDQVD\
WKDW WKHHIIHFWVRUEHQHILWVRIIHUHGE\EXGJHWVDUHKLJKHU WKDQ WKHGLVDGYDQWDJHVRI WKHLU LPSOHPHQWDWLRQDQG
XVHDQGWKXVWKH\FRQWLQXHWREHXVHGE\WKHHFRQRPLFHQWLWLHVDOODURXQGWKHZRUOG
5HVHDUFKPHWKRGRORJ\
7RVXSSRUWWKHWKHRUHWLFDOUHVXOWVRQWKHXVHIXOQHVVRIEXGJHWVZHFRQGXFWHGDVWXG\RQWKHDGYDQWDJHVDQG
GLVDGYDQWDJHVRIEXGJHWVLQWKH5RPDQLDQEXVLQHVVDQGDFDGHPLFHQYLURQPHQWYLVLRQ7KLVUHVHDUFKDOORZHGXV
WR FODVVLI\ 5RPDQLD LQ RQH RI WKH WKUHH DSSURDFKHV 7UDGLWLRQDO %XGJHWLQJ %H\RQG %XGJHWLQJ RU %HWWHU
%XGJHWLQJ7RDFKLHYHWKHVHJRDOVZHGHYHORSHGDQGGLVWULEXWHGWKUHHPRGHOVRITXHVWLRQQDLUHVDGGUHVVHGWR
HFRQRPLF HQWLWLHV DFDGHPLF SURIHVVRUV DQG PDVWHU VWXGHQWV :H LQFOXGHG LQ WKH VWXG\ WKH DFDGHPLF
HQYLURQPHQW GXH WR WKH LPSRUWDQFH ZH FRQVLGHU LW KDV LQ GHWHUPLQLQJ WKH IXWXUH RI EXGJHWV 7KH LGHDV WR
LPSURYHEXGJHWVWRUHSODFHWKHPHWFDUHDQDO\]HGGHEDWHGDQGODUJHO\URRWHGLQWKHDFDGHPLFHQYLURQPHQW
$OVRWKHSHUFHSWLRQRIVWXGHQWVDVIXWXUHPDQDJHUVH[HFXWLYHVILQDQFLDODQDO\VWVHFRQRPLVWVDQGVRRQRQ
EXGJHWVLVDGHFLVLYHIDFWRULQGHWHUPLQLQJWKHLUXVHLQWKHIXWXUH4XHVWLRQQDLUHVZHUHGLVWULEXWHGRQSDSHUWR
PDVWHU VWXGHQWV DQG LQ HOHFWURQLF IRUPDW YLD HPDLO WR SURIHVVRUV DQG HQWLWLHV IURP 5RPDQLD 7KH\ ZHUH
DFFRPSDQLHGE\DFRYHUOHWWHUZKLFKVWDWHGWKHREMHFWLYHVRIWKHVWXG\DQGWKHFRQILGHQWLDOLW\RIUHVSRQVHV
2IWKHWRWDOQXPEHURITXHVWLRQQDLUHVGLVWULEXWHG WRHFRQRPLFHQWLWLHVWRSURIHVVRUVDQG
 WRPDVWHU VWXGHQWVZHKDYH UHFHLYHG D WRWDORIYDOLG UHVSRQVHV  IURPHFRQRPLF HQWLWLHV  IURP
SURIHVVRUVDQGIURPPDVWHUVWXGHQWV,QRUGHU WRDFKLHYH WKLVVWXG\ZHZLOO UHIHURQO\ WR WKUHHTXHVWLRQV
QDPHO\ WKH DGYDQWDJHV DQGGLVDGYDQWDJHVRIEXGJHWV DQG WKH IXWXUH RI WKHEXGJHWLQJSURFHVV4XHVWLRQV DUH
VHPLVWUXFWXUHGDOORZLQJUHVSRQGHQWV WRFKRRVHDUHVSRQVHIURPDPXOWLWXGHRIVSHFLILHGRSWLRQVEXWDOVR WR
GHYHORSWKHLURZQUHVSRQVHZLWKPXOWLSOHFKRLFH(YHU\DGYDQWDJHRUGLVDGYDQWDJHKDVUHFHLYHGDQXPEHURI
SRLQWVHTXDOWRWKHQXPEHURIWKRVHZKRDQVZHUHGWKHTXHVWLRQQDLUHDQGFRQVLGHUHGWKDWRSWLRQWREHWUXH$
WRWDORISRLQWVZDVFDOFXODWHGWRVHHLILQWKHYLVLRQRIWKHDFDGHPLFDQGEXVLQHVVHQYLURQPHQWIURP5RPDQLD
DUHPRUHLPSRUWDQWWKHEHQHILWVRUWKHSUREOHPVFDXVHGE\EXGJHWV5HJDUGLQJWKHIXWXUHRIEXGJHWVWKHUHDUH
WKUHHRSWLRQVWKH\FDQEHUHSODFHGE\RWKHULQVWUXPHQWVPDLQWDLQHGRULPSURYHG:HUHPRYHGUHVSRQVHVWKDW
VXSSRUW ERWK WKHPDLQWHQDQFH DQG WKH LPSURYHPHQW RI EXGJHWV VLPXOWDQHRXVO\ PXWXDOO\ H[FOXVLYH RSWLRQV
7KHQXPEHURIUHVSRQVHVUHFHLYHGIURPUHVSRQGHQWVIRUHDFKRQHRIWKHVHRSWLRQVLQGLFDWHVZKDWPD\KDSSHQ
LQIXWXUHZLWKEXGJHWVDQGDOORZVXVWRSODFH5RPDQLDXQGHURQHRIWKHWKUHHDSSURDFKHV
5HVHDUFKUHVXOWV
$PRQJWKHEHQHILWVDWWULEXWHGE\UHVSRQGHQWVWREXGJHWVWKHILUVWLVWKHLUDELOLW\WRVXSSRUWWKHSODQQLQJDQG
FRRUGLQDWLRQRIDFWLYLWLHVFDUULHGRXWZLWKLQDQHFRQRPLFHQWLW\ SRLQWV7KHQ LW FRPHV WR WKHLUDELOLW\ WR
DOORZHIIHFWLYHFRQWURODQGKHOSWKHDFKLHYHPHQWRIWKHREMHFWLYHVVHWE\PDQDJHPHQWSRLQWVWKHLUUROHLQ
WKH HIIHFWLYH PDQDJHPHQW RI UHVRXUFHV DQG WKHLU DELOLW\ WR VXVWDLQ LPSURYHPHQW SHUIRUPDQFH  SRLQWV
%XGJHWV DOVR KHOS WKH GHWHFWLRQ RI GHILFLHQFLHV DQG DGRSWLRQ RI FRUUHFWLYHPHDVXUHV GHVLJQHG WR UHFWLI\ WKH
VLWXDWLRQSRLQWVKHOSWRPRWLYDWHVXERUGLQDWHVDQGWKH\FDQEHDUHIHUHQFHLQHYDOXDWLQJSHUIRUPDQFH
SRLQWV /HVV LPSRUWDQW LQ WKH 5RPDQLDQ YLVLRQ LV WKH UROH RI EXGJHWV LQ HVWDEOLVKLQJ DXWKRULW\ DQG
DFFRXQWDELOLW\SRLQWV7KHUHVXOWVDUHSUHVHQWHGLQ7DEOH2YHUDOOWKHEHQHILWVDULVLQJIURPWKHEXGJHWV
HVWDEOLVKPHQWDQGXVHDFKLHYHGSRLQWV


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7DEOH $GYDQWDJHVRIEXGJHWV
$GYDQWDJHVRIEXGJHWV 1XPEHURISRLQWV
%XGJHWVDVVLVWWKHSODQQLQJDQGFRRUGLQDWLRQRIWKHDFWLYLW\ 
%XGJHWVKDYHDQLPSRUWDQWUROHLQHVWDEOLVKLQJDXWKRULW\DQGUHVSRQVLELOLW\ 
%XGJHWVKHOSVLQWKHDFKLHYHPHQWRIDQHIIHFWLYHFRQWURODQGRIWKHVWDWHGWDUJHWV 
%XGJHWVFRQWULEXWHWRHPSOR\HHPRWLYDWLRQEHLQJDUHIHUHQFHLQSHUIRUPDQFHHYDOXDWLRQ 
%XGJHWVKHOSWRGHWHFWGHILFLHQFLHVDQGWRWDNHFRUUHFWLYHPHDVXUHV 
%XGJHWVFRQWULEXWHWRDQHIIHFWLYHUHVRXUFHPDQDJHPHQWDQGWRWKHLPSURYHPHQWRISHUIRUPDQFH 
2WKHUDGYDQWDJHV 
727$/%(1(),766&25( 
7KHPRVW LPSRUWDQWGLVDGYDQWDJHRIEXGJHWV LVDFFRUGLQJWRUHVSRQGHQWV WKHLQFUHDVHGGLIILFXOW\RIWKHLU
SUHSDUDWLRQSRLQWV7KHVHFRQGDQG WKLUGGLVDGYDQWDJHDUH WKHGLIILFXOW\ WRREWDLQ WKHQHFHVVDU\ OHYHORI
FRPPXQLFDWLRQFRRUGLQDWLRQDQGFRRSHUDWLRQWRSUHSDUHEXGJHWVSRLQWVDQGWKDWEXGJHWVSUHSDUDWLRQLVD
ORQJDQGH[SHQVLYHSURFHVVZKLFKLQYROYHVDODUJHYROXPHRIZRUNSRLQWV$OVREXGJHWVDUHSHUFHLYHGDV
DVWUHVVIDFWRUSRLQWV2QO\RIWKRVHZKRUHVSRQGHGWRWKHTXHVWLRQQDLUHFRQVLGHUWKDWEXGJHWVOLPLWWKH
IOH[LELOLW\DQGHQWLW\
VDELOLW\ WRDGDSW WR WKHHQYLURQPHQW5HJDUGLQJEXGJHWDU\JDPHVDQGKDQGOLQJEXGJHWV
RQO\RI WKHUHVSRQGHQWVSHUFHLYHWKLVDVDUHDOSUREOHP7KHUHVXOWVDUHSUHVHQWHGLQ7DEOH2YHUDOO WKH
GLIILFXOWLHVRISUHSDULQJDQGXVLQJEXGJHWVDFKLHYHGSRLQWV
7DEOH'LVDGYDQWDJHVSRVHGE\EXGJHWV
'LVDGYDQWDJHVSRVHGE\EXGJHWV 1XPEHURISRLQWV
%XGJHWVDUHGLIILFXOWWRSUHSDUH 
%XGJHWVLPSO\KLJKFRVWKLJKYROXPHRIZRUNDQGWKHLUSUHSDUDWLRQWDNHVDORWRIWLPH 
7KHFRPPXQLFDWLRQFRRUGLQDWLRQDQGFRRSHUDWLRQQHFHVVDU\IRUSUHSDULQJEXGJHWVLVGLIILFXOWWRREWDLQ 
%XGJHWVDUHVHHQDVVWUHVVIDFWRUVIRUPDQDJHPHQWDQGHPSOR\HHV 
%XGJHWVDUHHDV\WRPDQLSXODWH 
%XGJHWVOLPLWWKHIOH[LELOLW\DQGWKHHQWLW\¶VDELOLW\WRDGDSWWRWKHHQYLURQPHQW 
2WKHUGLVDGYDQWDJHV 
727$/',6$'9$17$*(66&25( 
5HJDUGLQJWKHIXWXUHRIEXGJHWVRQO\RQHUHVSRQGHQWEHOLHYHVWKDWWKH\VKRXOGEHUHSODFHGRIWKRVHZKR
DQVZHUHGEHOLHYHWKDWEXGJHWVVKRXOGEHPDLQWDLQHGLQWKHLUFXUUHQWIRUP%XWPRVWRIRXUVXUYH\UHVSRQGHQWV
EHOLHYHWKDWEXGJHWVVKRXOGEHLPSURYHG5HVXOWVDUHSUHVHQWHGLQ7DEOH
7DEOH7KHIXWXUHRIEXGJHWV
7KHIXWXUHRIEXGJHWV 1XPEHURIDQVZHUV
5HSODFHG 
0DLQWDLQHG 
,PSURYHG 
$QDO\]LQJ WKH UHVXOWV DQG FRPSDULQJEXGJHWV EHQHILWVZLWK WKHLU GLVDGYDQWDJHVZH ILQG WKDW LQ5RPDQLD
EXGJHWVDUHVWLOOXVHIXOWRROVRQO\RQHUHVSRQGHQWDUJXLQJIRUWKHLUUHSODFHPHQWDOWKRXJKPDQ\UHVSRQGHQWV
WKLQNWKH\VKRXOGEHLPSURYHGRIWKRVHVXUYH\HGEHOLHYHWKDW2EYLRXVO\EXGJHWDGYDQWDJHVRXWZHLJKWKH
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GLVDGYDQWDJHVWKH\SRVHSRLQWVYVSRLQWV7KXV5RPDQLDFDQIDOOLQWRWKHFDWHJRU\RIFRXQWULHVWKDW
VWLOOXVHEXGJHWVDQGSODQVWRLPSURYHWKHP%HWWHU%XGJHWLQJ
&RQFOXVLRQVDQGGLVFXVVLRQV
7KHLQWHUQDWLRQDOVWXGLHVSURYLGHPL[HGUHVXOWVUHJDUGLQJWKHXVHIXOQHVVRIEXGJHWV6RPHEHOLHYHWKDWWKHVH
PDQDJHPHQW WRROV VKRXOG EH UHSODFHG ZLWK PRUH HIILFLHQW LQVWUXPHQWV EHFDXVH WKH\ RIIHUHG WRR PDQ\
GLVDGYDQWDJHV DQG EXGJHWV DUH QR ORQJHU XVHIXO LQ D FRPSHWLWLYH EXVLQHVV HQYLURQPHQW LQ FRQVWDQW FKDQJH
2WKHUV WKLQN WKDW EXGJHWV DUH VWLOO FXUUHQW WRROV 2XU UHVHDUFK SXWV LQ WR EDODQFH WKH DGYDQWDJHV DQG WKH
GLVDGYDQWDJHVRIEXGJHWVLQRUGHUWRVHHZKLFKSUHYDLOV$VZHDQDO\]HGWKHEXGJHWVFULWLFLVPZHIRXQGWKDW
VRPHRIWKHPDUHQRWJHQHUDOO\DYDLODEOHFDQEHSUHYHQWHGRUNHSWXQGHUFRQWUROE\DGRSWLQJPHDVXUHVPHDQW
WRLPSURYHWKHEXGJHWDU\SURFHVV:HDOVRQRWLFHGWKDWWKHEHQHILWVRIEXGJHWVDUHQXPHURXV6RZHVWDWHGWKDW
EXGJHWVEHQHILWVH[FHHGWKHRYHUDOOGLVDGYDQWDJHVWKDWWKH\PD\FDXVHDQGWKXVEXGJHWVFRQWLQXHWREHXVHGLQ
HFRQRPLFHQWLWLHVDOWKRXJKWKHUHDUHEHLQJLPSURYHG7RVXSSRUWWKLVFODLPZHVWXGLHGWKH5RPDQLDQEXVLQHVV
DQG DFDGHPLF HQYLURQPHQW DQVZHUV UHJDUGLQJ WKH DGYDQWDJHV DQGGLVDGYDQWDJHV RIEXGJHWV DQG WKHLU IXWXUH
7KH DQVZHUV FOHDUO\ VKRZ WKDW LQ5RPDQLD EXGJHWV DUH FRQVLGHUHG WRROV WKDW RIIHU WR WKH HQWLWLHVZKLFKXVH
WKHP PRUH DGYDQWDJHV WKDQ GLVDGYDQWDJHV $OWKRXJK RQH RI WKH PDLQ EXGJHWV FULWLFLVPV LQFOXGHV WKH ORQJ
SHULRG RI WLPH UHTXLUHG WR SUHSDUH WKHP DQG WKH IDFW WKDW WKH\ LPSO\ KLJK FRVWV RQO\  RI WKH 5RPDQLDQ
UHVSRQGHQWVRXWRIVHHWKLVDVDPDMRUSUREOHP1RWHYHQWKHPRVWGLVSXWHGFULWLFLVPRIEXGJHWVWKHIDFW
WKDWWKH\OLPLWWKHDGDSWDELOLW\DQGIOH[LELOLW\RIWKHHQWLW\LQWKHRSHUDWLQJHQYLURQPHQWRUWKHIDFWWKDWWKH\DUH
HDV\ WRPDQLSXODWH GR QRW UHSUHVHQW VLJQLILFDQW GLVDGYDQWDJHV LQ WKH 5RPDQLDQ SHUVSHFWLYH WDNLQJ WKH ODVW
SODFH LQ WKH WRS RI WKH GLIILFXOWLHV HQFRXQWHUHG LQ EXGJHWLQJ$PRQJ WKHPDMRU GLVDGYDQWDJHV RI EXGJHWV LQ
5RPDQLD DUH LQFOXGHG WKH LQFUHDVHG GLIILFXOW\ RI WKHLU SUHSDUDWLRQ DQG WKH GLIILFXOW\ WR DFKLHYH WKH UHTXLUHG
OHYHORIFRPPXQLFDWLRQFRRUGLQDWLRQDQGFRRSHUDWLRQ WRPDNH WKHP$PRQJ WKHPRVW LPSRUWDQWDGYDQWDJHV
DWWULEXWHGE\ WKH5RPDQLDQDFDGHPLF DQGEXVLQHVV HQYLURQPHQW WREXGJHWV DUH WKHLUXVHIXOQHVV IRUSODQQLQJ
DQGFRRUGLQDWLRQWKHLUDELOLW\WRPDLQWDLQDQHIIHFWLYHFRQWURODQGWRVXSSRUWWKHHQWLW\LQDFKLHYLQJREMHFWLYHV
DQG WKHLU DELOLW\ WR HIIHFWLYHO\ PDQDJH UHVRXUFHV DQG LPSURYH SHUIRUPDQFH ,W LV LQWHUHVWLQJ WKDW DOWKRXJK
VWXGLHV DVVLJQ JUHDW LPSRUWDQFH WR WKH EXGJHWV¶ UROH WRPRWLYDWH HPSOR\HHV DQG WR WKHLU XVH LQ SHUIRUPDQFH
HYDOXDWLRQ RQO\  RI WKH 5RPDQLDQ UHVSRQGHQWV DWWDFK LPSRUWDQFH WR WKLV LVVXH $OVR ZH FDQ VD\ WKDW LQ
5RPDQLD ZH FDQQRW VSHDN \HW DERXW WKH UHSODFHPHQW RI EXGJHWV ZLWK RWKHU PRUH HIILFLHQW LQVWUXPHQWV
$OWKRXJKWKLVWUHQGLVLQWHUQDWLRQDOO\ZLGHVSUHDGDWOHDVWLQWKHRU\LQ5RPDQLDLVHVWLPDWHGRQO\DWHQGHQF\WR
LPSURYHEXGJHWV2XUUHVHDUFKDOORZHGXVWRFODVVLI\5RPDQLDLQWKHFDWHJRU\RI%HWWHU%XGJHWLQJ$OWKRXJK
ZHVWLOOPDLQWDLQRXUSRVLWLRQWRZDUGVWKHLULPSRUWDQFHLQWKHVWXG\ZHEHOLHYHWKDWWKHPDLQOLPLWDWLRQRIWKLV
UHVHDUFKLVWKHORZQXPEHURIUHVSRQVHVUHFHLYHGIURPHFRQRPLFHQWLWLHV
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